Abstract: This research deals with the process of business model innovation in services.
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Introduction
"Everyone knows that innovation is a core business necessity. Companies that don't innovate die. This is not news."-Chesbrough H. , 2006
In recent years, innovation and the management of innovations has been brought not only to society's attention, but also corporations. A couple years ago "business as usual" was been the maxim for most companies; today many senior managers admit, "business as usual is soon no business at all". Therefore, there is a rising interest of companies to innovate in order to remain competitive.
Beyond classical product innovation, firms are also beginning to recognize the power of business model innovation. Business model innovation can help firms generate or create value in their current business practices, enter a new market or capture value from needs unfulfilled by common products or services. For many firms, be they service or product oriented, business model innovation represents a key for success.
The following research paper will focus on business model innovations in services both in theory and practice. Moreover, it will provide an overview of definitions and explanation of innovation and types of innovation. It will elaborate on the reasons and goals corporations follow when using business model innovation. Also the paper will cover how corporations can implement business model innovation. Lastly, it will provide case studies about companies shifting from being innovative in products towards being innovative in services.
Scope of Research
The data for the study will be based on scientific literature, which aims to provide the support for the research questions. The following tablet describes inclusion and
Theoretical Research
Innovation Management and Types of Innovation
What is Innovation?
Innovation has often been associated with creativity and ingenuity. 
Incremental and Radical Innovation
There are two categories of innovation: radical and incremental, which were originally created by Joseph Schumpeter (OECD/Statistical Office of the European Communities, 29). Radical innovation is an innovation that breaks entirely with the past. It is a brand new concept or product. It is an idea that has not been seen in the firm, market or elsewhere. It is generally considered to be higher risk and requires much more resources. Incremental (or ordinary) innovation is innovation that has evolved from previous innovations and does so much more slowly and naturally, such as generational changes to products or services. It is generally to be considered lower risk and requires fewer resources. Most types of innovation can be classified as radical or incremental.
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Innovation Models
The original linear model regarding innovation process management was simple; it was seen as a step-by-step process, starting from research and development, and then moving onto product and then finally development. Kline and Rosenberg were disinclined towards the linear model since it does not take into the account the complexity of a firm or business; it also assumes that innovation is, as the name suggests, linear with an end goal rather than something constantly evolving.
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Note: Adapted from "An Overview of Innovation" by Stephen J. Kline and Nathan
Rosenberg in The positive sum strategy: Harnessing Technology for Economic
Growth, p. 249.
As discussed earlier, the different types of innovation are sometimes linked and difficult to categorize and typify. Kline proposed a chain-linked model whereby market need drives research and design, redesign and production and finally distribution with complex links and between all the processes to ensure that knowledge is being fed throughout the process to fulfill the market need that was identified.
As we can see from the diagram, from invention to distribution, knowledge is fed between research and each step, feeding each section and driving innovation an "alongside development process." 11 10 Kline and Rosenberg, 1986: 287-289 11 Kline and Rosenberg, 1986: 291 The model, as we can see, is driven by an idea or a research, it is driven by a need. This need can then be fed into the following steps, which all require knowledge. Knowledge, from training sessions, skilled employees or best practices integrated into a firm, or even externally from partners, competition and research, can feed into this model to create an innovative process that is "structured chaos." Kline and Rosenberg admit that this is mostly a top-level model (Kline and Rosenberg, P. 293) , but it does point out a number of things, mostly that innovation is ever evolving and uncertain.
Business Models and Service Industry
Freeman and Soete's definition concentrates on bringing ideas into practice.
Organizations can use and combine technological and market opportunities in order to create differentiated innovative products and services; however the focus of Freeman and Soete's definition clearly lies on technological innovation. This paper will elaborate on the importance and opportunities of business model innovation in services.
What is service innovation?
What (Shafer, Smith, & Linder, 2005) 
Types of Innovation
Aside from service innovation, there are four main types of innovation within a firm:
product, process, marketing and organizational. These four main types were defined in the Oslo Manual in Chapter 3. 
Product Innovation
Product innovation, like its name suggests, is the innovation of a product, whether it is new or a great improvement on a pre-existing one with respect to its intended use or design. Product could refer to an object or a service. A radical product innovation would be something like the iPod when it was first released, a stylish digital music player that did not require external input devices, such as a CD or a cassette tape. An incremental product innovation would be something like the iPhone 4, which was a generational change to a pre-existing product. It is important to note that service innovation is not product innovation, even though some organizations may offer a service as a product.
Process Innovation
Process innovation is the innovation within a firm in regards to their production or delivery methods. Ideally, process innovations should reduce costs per unit or increase quality of service, speed of delivery, or overall, increase efficiency within a firm. Unlike product innovation, process innovation is more concerned with how something is created rather than what it creates. For example, the shift to email was a radical process innovation since it was an improvement in communications and speed.
As delineated before, service innovation is a subset of process innovation.
Marketing Innovation
Marketing innovation is the innovation of a method of marketing that the company has not used before and can include the product design, packaging, price and overall marketing scheme used to market a specific product or firm. By Marketing innovation can be divided into four further categories: product, placement, pricing and promotion.
Marketing product innovation, be it radical or incremental, can involve concepts.
Rather than being concerned with the traditional idea of a "product" as defined by
McCarthy, it is the idea that a product concept can be innovative. It can include design, packaging or form, but do not alter the products fundamental use or the product itself. This is an important distinction to make from product innovation.
Marketing mix refers to "placement" when identifying a sales channel. Marketing placement innovation is primarily about the introduction or change of a sales channel, such as an online store or product licensing.
Marketing pricing innovation is not about responding to the economy, seasonal changes or pricing wars, but rather, creating new strategies in pricing to promote a product or service. Marketing pricing innovation deals primarily with to do with how to attract and retain consumers by using innovative methods, be it a change in pricing methodology by using demand or a package deal offer that was not included previously.
Lastly, marketing promotion innovation is not about creating a concept, but innovating a concept that has not been used before. Marketing innovation is complex since it has many elements, some tied with traditional marketing and some tied with product and process innovation. What is clear, however, is that all four types of marketing innovation are inextricably linked to one another; you cannot change one of these marketing innovation categories without affecting the other three categories, to varying degrees. For instance, if a firm were to change the packaging of a product, they would also need to change in incremental or radical ways their strategies for placement, pricing and promotion to ensure that a marketing strategy, be it radical or incremental, is cohesive.
Lastly, organizational innovation is a change in method in how the firm does business, be in internal or external. This can be a change in how a workplace learns 19 Learmonth, 2010. and relates with people internally and externally. For instance, a change in standard operating procedures, such as implementing an internal tracking system and training employees to use it, is an organizational innovation since it allows employees to communicate more effectively. Radical and incremental types of organizational innovation are hard to characterize as relationships and people, by nature, are changeable, and thus practices will change as well. It is probably easiest to say that radical organizational innovation is when there is a shift in business practices or relations that affects not just the company's employees, but also their way of thinking and expands their knowledge base quickly rather than gradually whereas incremental organizational innovation is when there is a shift that affects the organization, but on a more micro level rather than macro, such as the implementation of employee training workshops and activities.
Classifying innovation is not easy either and there are many innovations that stretch across more than one type, or types of innovation lead from one to another, such as the creation of a new sales channel, which may require new logistics as well as methods of marketing. 
Uncertainty in Innovation
It is important to note that service innovation is not product innovation, but rather, a
As the categorization of innovation, as well as the various models have shown, innovation is not necessarily as easy as "creating," but rather, the process of creating novelty continuously in an organization and managing it so that each process creates novelty, be it in an incremental or radical fashion.
Business Model Innovation in Services
Goals and reasons of business model innovation in services
There is evidence for a large move throughout industry to the provision of services.
Even traditional manufacturing organizations are adopting the trend of "servicizing" their businesses. There are a number of possible explanations for this: (1) increasingly stable and higher profits for companies that engage in "servicizing" their business or (2) more and more businesses are confronted with shrinking markets and an increase of commoditization of products. Old-fashioned businesses often consider 
Implementation
Given the market shift towards services business models and business model, innovation gain importance and relevance for organization in order to capture or secure a competitive position within a market or to enter or establish new markets.
Nevertheless, it is clear that business models and business model innovation is crucial in services in order to compete. In the following it will be described how to implement business model innovation in services. 
This can decide if a business model is efficient and successful. The following will describe the different building blocks -the "Business Model Canvas".
The value proposal is essential to every business model. The value proposal can be defined as the benefits created by services and products. The ability to provide exceptional value or benefits towards customers is crucial for the success of one organization over another. Core elements of value provided are: convenience, price, design, brand, costs, and risks.
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Another building block of any business model is the channels a company is employing. Most of the performed functions are: (1) the creation of awareness in regards to services or products, (2) helping potential customers evaluate products or services, (3) enabling customers to purchase, (4) delivering value to customers, and (5) ensuring post-purchase satisfaction through customer support.
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Customer relationships build an additional block of any business model; companies need to define the type of relationship customers prefer. Customer relationships can be automated or self-service, personal, and single transaction or subscription. In order to enhance customer relationships, these have to be applied to the service or product in a suitable way.
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The revenue block represents the approach of how the organization will actually earn money. Therefore, one has to distinguish between one-time customer payments and recurring payments for products, services and after-sale services. Once companies understand their own business models, they are able to innovate und adjust their business for the challenges they face now and in the future. The following part will give an exemplary case of a business shifting from an innovative company in product to innovative company in service.
From innovative company in product to innovative company in service
As businesses evolve, innovation in companies is necessary so they become sustainable, and to innovate, they must also be one of the leaders in reinventing business models. Going from innovative company in product to innovative company Palo Alto in 2012, whose focus was to create additional services that improved upon the ones that they were currently offering. In order to consider the product and market, Ford asked the R&D team to regard cars in the same way they would regard the iPhone-iPad eco-system. "With software updates, we keep vehicles fresh and relevant, which is compelling for consumers spending tens of thousands on a car they expect to keep for years," 47 said the Chief Technical Officer Paul Mascarenas.
Mascarenas said the company decided about a year ago that it needed a bigger presence in Silicon Valley. "This is a very natural extension into one of the most innovative communities in the world,"
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The lab is working on ways to better integrate phones and other personal communication devices into cars alongside upgrading safety systems where the car he said.
45 Quinn, 1992 . 46 Ibidem. 47 Durbin, 2012. 48 Ibidem.
would alert drivers about their proximity to another car. Examples of additional features added to a car that would fulfill consumer needs are:
• Identify deals at nearby restaurants and retailers based on driver's preferences
• Enable voice commands while using GPS maps, audio books or other similar applications
• Alerts drivers if it senses a lane change without a signal and nudges the car back into the lane if necessary
Mascarenas also revealed that there are two apps that Ford is currently studying: [1] an application that would find an open parking space and reserve it for the driver and 
The challenge of "servicizing":
The servicizing concept is based on the idea that what customers want from products is not necessarily ownership, but rather the function that the products provide or service they deliver. The underlying assumption is that the value of a product, in 49 Ibidem. 50 Ibidem. many cases, lies in its utilization and its functional benefits to the customer. In this case, the very notion of economic value is changing from exchange value to utilization value.
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"This new approach is part of the larger move throughout industry to the provision of services, which, evidence has shown, is linked to higher and more stable profits".
Servicizing, then, could be consider as an operation which satisfies customers needs by selling the usability, functionality, "non tangible" side of the product rather than the artifact itself.
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"In addition, some argue that because services are more difficult to imitate than products, they are a source of competitive advantage".
Rothenberg believes that this is no small challenge to industrial societies; companies are often in the best position to help customers reduce consumptioneven of their own products. Rothenberg further explains that by "servicizing,"
suppliers may change the focus of their business models from selling products to providing services, thereby turning demand for reduced material use into a strategic opportunity. A company that servicizes creates values, especially when they not only create in a radical method, but also incrementally in terms of enhancing current services.
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Service innovation is, not unlike process innovation or some forms of product In accordance with Rothenberg, little has been documented about the process of executing this strategic change; however there are companies that have accepted this challenge and begun by shifting their business models with the understanding that the result could potentially be highly profitable.
The change in the strategy from innovation in product to innovation in service not only improves client offerings, but also brings to the company other benefits. The 51 Stahel, 1994: 188-190 . 52 Sawhney, Balasubramanian and Krishnan, 2004: 34-43 . 53 Oliva, R. and Kallenberg, R, 2003: 160-172 . 54 Kline and Rosenberg, 1986: 275-305. company Hewlett Packard (HP) for example has defined "tomorrow's sustainable business" as one in which it shifts from selling disposable products to selling a range of services around fewer products 55 . Their aim is to achieve environmental benefits by encouraging innovative design and recycling technologies driven by producers.
HP has been designing products for a number of years using the concept of extended producer responsibility. They are equally concerned about the design impacts on the recycling cost of a product at the end of its life in regards to energy consumption and hazardous material. HP therefore assumes that its products will be easier and cheaper to recycle than competitors´ products and that it will be able to pass on this cost In their most recent report released by Interface Inc. includes the following data:
• 49% of the total raw materials used by the company in 2012 were recycled or bio-based .
Conclusion
Change is inevitable, and with the current pace of technology and development, it is becoming increasingly difficult for companies and businesses to continually innovate and continually change their processes. Perhaps it may be more prudent to say that innovation must happen, but we must also consider its cost.
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"The innovator is more particularly concerned by his responsibility for the world that
does not yet exist but which will be impacted on and shaped from the innovations launched on the market. It is by its novelties, its launches of products and services that the face of the world is outlined".
In other words, how can we do things differently while doing them? Businesses should choose to innovate and create models that will, in effect, have a positive effect on the environment and take into consideration its future.
Service innovation, which sells functionality and convenience to consumers rather than a product, is a step in this direction, as it reduces product waste and provides consumers with more value. However, how should companies move forward to, not just innovate, but do so responsibly? Companies who have servicized their business models have taken a step in the right direction in becoming more responsible in their practice and innovation. However managers who manage the knowledge feed in companies who innovate must be the ones who become "deliverers" of care. 
